




















Cautionary Statements 
Chapter 1231 of the Texas Government Code directs issuers of state securities to report their 
securities transactions to the Bond Review Board (BRB). Chapter 1231 also requires the BRB to 
report the data to the governor, lieutenant governor, the speaker of the house, and each member of 
the legislature in an annual report within 90 days of the end of each state fiscal year. This report is 
intended to satisfy these Chapter 1231 duties. 
 
The data in this report and on the BRB’s website is compiled from information reported to the BRB 
from various sources and has not been independently verified. The reported debt and defeasance 
data of state agencies may vary from actual debt outstanding, and the variance for a specific issuer 
could be substantial. 
 
State debt data compiled does not include all installment purchase obligations, but certain lease-
purchase obligations are included. In addition, SECO LoanSTAR Revolving Loan Program and 
certain other revolving loan program debt and privately-placed loans are not included. Outstanding 
debt excludes debt for which sufficient funds have been escrowed to retire the debt either from 
proceeds of refunding debt or from other sources.  
 
Future debt issuance is based on estimates supplied by each issuing agency. Future debt service on 
variable-rate, commercial paper, and other short-term and demand debt is estimated on the basis of 
interest rate and refinancing assumptions described in the report. Actual future data could be 
affected by changes in legislative and oversight direction, agency financing decisions, prevailing 
interest rates, market conditions, and other factors that cannot be predicted. Consequently, actual 
future data could differ from the estimates, and the difference could be substantial. The BRB 
assumes no obligation to update any such estimate of future data. 
 
Historical data and trends presented are not intended to predict future events or continuing trends, 
and no representation is made that past experience will continue in the future.  
 
This report refers to credit ratings. An explanation of the significance of the ratings may be obtained 
from the rating agencies furnishing the ratings. Ratings reflect only the respective views of each 
rating agency. In reporting ratings herein, the BRB does not intend to endorse the ratings or make 
any recommendation to buy, sell or hold securities.   
 
This report is intended to meet chapter 1231 requirements and inform the state leadership and the 
Legislature. This report is not intended to inform investors in making a decision to buy, hold, or sell 
any securities, nor may it be relied upon as such. Data is provided as of the date indicated and may 
not reflect debt, debt service, population or other data as of any subsequent date. This data may 
have changed from the date as of which it is provided. For more detailed or more current 
information, see the issuers’ web sites or their filings at Electronic Municipal Market Access 
(EMMA®). The BRB does not control or make any representation regarding the accuracy, 
completeness or currency of any such site, and no referenced site is incorporated herein by that 
reference or otherwise.  
 
 











































































UNIVERSITY OF HOUSTON 

Issue: Board of Regents of the University or Houston System, 
Consolidated Revenue Bonds, Series 2000 - $52,070,000 

Purpose: The proceeds from the sale of the boncls were used to finance 
the acquisition, purchase, construction, improvement. renovation, 
enlargement and equipping of any properly, buildings, structures, 
activities. services, operations, or other facilities for the University 
of Houston System. Proceeds from the sale of the bonds were also 
used to pay the costs of issuance. 

Dates: Board Approval -
Competitive Sale -
Closing Date -

August 22, 2000 
September 13, 2000 
October 11, 2000 

Structure: The bonds were issued as fixed-rate, tax-exempt securities 
maturing serially beginning in February 2003 with final maturity in 
February 2030. The bonds are insured. 

Bond Ratings: Moody's -
Standard & Poor's -

Interest Cost: 
True Interest Cost (TIC) - 5.55% 
Net Interest Cost (NIC) - 5.48% 

Consultants: 
Bond Counsel - Vinson & Elkins LL.P. 

Aaa/Aa3 
AAA/AA-

f<inancial Advisor - First Southwest Company 
Senior Underwriter - Salomon Smith Barney 

Issuance Costs: 
Bond Counsel 
Financial Advisor 
Rating Agencies 
Paying Agent 
Printing 
Attorney General 
Miscell,meous 

Underwriter's Spread 
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Amount 
$34,729 

18,867 
42,500 

250 
10,781 

1,250 
270 

$108,647 

$474,358 

Per SI 000 
$0.67 

0.36 
0.82 
0.00 
0.21 
O.Q2 
0.01 

$2.09 

$9.11 

THE UNIVERSITY OF TEXAS 
SYSTEM 

Issue: Board of Regents of The University of Texas System, Re\'enue 
Financing System Refunding Bonds, Series 2001A -$81,665,000 

Purpose: Proceeds of the Series 2001 bonds were used to refund 
outstanding Revenue Financing System Bonds, Series 1991 A and 
Series 1991 B and to pay the costs of issuance. 

Dates: Board Approval -
Competitive Sale -
Closing Date -

March 18, 1999 
May 17, 2001 
May 17, 2001 

Structure: The bonds \Vere issued as vmiable-rate, tax-exempt 
securities. The bonds mature serially beginning in 2002 with final 
maturity in August 2013. 

Bond Ratings: 

Interest Cost: 

Moody's -
Standard & Poor's -
Fitch IBCA-

Aaa 
AAA 
AAA 

True Interest Cost (TIC) -
Net Interest Cost (NIC) -

Variable 
Variable 

Consultants: 
Bond Counsel -
Financial Advisor -
Underwriter -

McCall, Parkhurst & Horton L.L.P. 
Dain Rauscher, Inc. 
J.P. Morgan Securities Inc. 

Issuance Costs: Amount Per $1,000 
Bond Counsel 
f<inancial Advisor 
Rating Agencies 
Paying Agent 
Printing 
Attorney General 
Other 

Underwriter's Spread 

$52.908 
26,361 
53,460 

1.300 
650 

1,250 
22,650 

$158,579 

$111,231 

$0.65 
0.32 
0.65 
0.02 
0.01 
O.Q2 
0.28 

$1.94 

$1.36 
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TEXAS VETERANS LAND BOARD 

Issue: State of Texas Veterans' Housing Assistance Program. Fund I 
and Fund II, Taxable Series 2000D & E - $26,170,000 

Purpose: The bond proceeds were used to refund the principal 
amounts in the Veterans' Housing Assistance Program. 

Dates: Board Approval - October 19, 2000 
Negotiated Sale - November 2. 2000 
Closing Date- November 16, 2000 

Structure: The bonds were issued as fixed-rate, taxable term bonds 
maturing in December 2010. 

Bond Ratings: Moody's-
Standard & Poor's -

Interest Cost: 
True Interest Cost (TIC) - 7.07% 
Net Interest Cost (NIC)- 7.07'/(' 

Consultants: 
Bond Counsel -
Co-Bond Counsel -

Vinson & Elkins L.L.P. 
Lannen & Oliver P.C. 

Financial Advisor - Dain Rauscher, Inc. 

Aal 
AA 

Senior Underwriter - U.S. Bancorp Piper Jaffray 

Issuance Costs: 
Bond Counsel 
Co-Bond Counsel 
Financial Advisor 
Rating Agencies 
Printing 
Attorney General 

Underwriter's Spread 
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Amount 
533,124 

15,678 
10,410 
17,000 
4,270 
2 500 

$82,982 

$191,015 

Per $1,000 
$1.27 

0.60 
0.40 
0.65 
0.16 
0.10 

$3.17 

$7.30 

TEXAS VETERANS LAND BOARD 

Issue: State of Texas Veterans' Land Refunding Bonds, Taxable Series 
2000 - $39,960,000 

Purpose: The proceeds of the bonds were used, together with other 
moneys of the Board, to refund a portion of the outstanding Veterans' 
Land Refunding Bonds, Series 1990. 

Dates: Board Approval -
Negotiated Sale -
Closing Date -

October 19, 2000 
November 14, 2000 
November 15. 2000 

Structure: The bonds were issued as variable-rate, taxable securities 
initially in a Weekly Mode and mature on December I, 2020. The 
bonds are general obligations of the state. 

Bond Ratings: Moody's-
Standard & Poor's -

Interest Cost: 
True Interest Cost (TIC) -
Net Interest Cost (NIC) -

floating 
lloating 

Consultants: 

Aal/Pl 
AA/A-I+ 

Bond Counsel -
Co-Bond Counsel -

Akin, Gump, Strauss, Hauer & Fekl L.L.P 
Wickliff & Hall P.C. 

Financial Advisor - Dain Rauscher, Inc. 
Senior Underwriter - Morgan Stanley Dean Witter 

Issuance Costs: 
Bond Counsel 
Co-Bond Counsel 
f'inancial Advisor 
Rating Agencies 
Printing 
Attorney General 
Miscellaneous 

Underwriter's Spread 

Amount 
$24,145 

4,904 
15,236 
31,150 

1,624 
1,250 
8.000 

$86,309 

$84,338 

Per $1,000 
$0.60 

0.12 
0.38 
0.78 
0.04 
O.o3 
0.20 

$2.15 

$2.11 
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TEXAS VETERANS LAND BOARD 

Issue: State of Texas Veterans' Housing Assistance Program Fund 
II, Series 2001A-l and A-2 -$60,000,000 

Purpose: The proceeds were used to make housing loans to eligible 
Texas veterans and to pay the costs of issuance. 

Dates: Board Approval -
Negotiated Sale -
Closing Date -

February 22, 200 I 
March 13,2001 
March 22, 200 I 

Structure: The bonds were issued as tax-exempt, variable and fixed
rate securities, maturing in June 2032. The bonds are general 
obligations of the state. 

Bond Ratings: Moody's -
Standard & Poor's -

Interest Cost: 
True Intere~t Cost (TIC) - 4.78% 
Net Interest Cost (NIC) - 4.73% 

Consultants: 
Vinson & Elkins L.L.P. 
Lannen & Oliver, P.C. 
Dain Rauscher, Inc. 

Aal/VMIG-1 
AA/A-I+ 

Bond Counsel -
Co-Bond Counsel -
Financial Advisor -
Senior Underwriter - U.S. Bancorp Piper Jaffray 

Issuance Costs: 
Bond Counsel 
Co-Bond Counsel 
Financial Advisor 
Rating Agencies 
Printing 
Attorney General 

Underwriter's Spread 
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Amount 
$83,591 

18,705 
22,500 
29,250 

6,567 
2,500 

$163,113 

$247,371 

Per $1 000 
$1.39 

0.31 
0.38 
0.49 
0.11 
0.04 

$2.72 

$4.12 

TEXAS VETERANS LAND BOARD 

Issue: Texas Veterans Land Board, Veterans Revenue Refunding 
Bonds, Taxable Series 200 I B - $160,092,515 

Purpose: The proceeds were used to refund a portion of the Veterans 
Mortgage Revenue Bonds, Taxable Series 2000A and all of the 
Veterans Mortgage Revenue Bonds, Taxable Series 20008. 

Dates: BoardApproval- June21,2001 
Private Placement- July 11, 2001 
Closing Date - July 24, 2001 

Structure: The bonds were issued as taxable, variable-rate securities 
with final maturity in 2004. 

Bond Ratings: The bonds were not rated. 

Interest Cost: 
True Interest Cost (TJC) - Variable 
Net Interest Cost (NIC) - Variable 

Consultants: 
Bernd Counsel -
Co-Bond Counsel -
Financial Advisor -

Issuance Costs: 
Bond Counsel 
Co-11oncl Counsel 
Financial Advisor 
Trustee 
Attorney General 
Miscellaneous 

Underwriter's Spread 

Vinson & Elkins L.L.P. 
Lannen & Oliver P.C. 
Dain Rauscher, Inc. 

Amount 
$94,080 

24,727 
58,032 

2,500 
1,250 
2,500 

$183,089 

$0 

Per $1 000 
$0.59 

0.15 
0.36 
0.02 
0.01 
0.02 

$1.14 

$0 
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TEXAS WATER DEVELOPMENT 
BOARD 

Issue: Texas Water Development Board Water Financial Assistance 
Bonds, Series 2000A - $75,000,000 

Purpose: The bond proceeds were used to provide financial assistance 
to political subdivisions for water supply, water quality enhancement, 
and flood control purposes, and to pay costs or issuance. 

Dates: Board Approval -
Negotiated Sale -
Closing Date -

October 19, 2000 
December 6, 2000 
January 9, 200 I 

Structure: The bonds were issued as fixed-rate, tax-exempt serial 
and term securities. The serial bonds mature August 2020. The term 
bonds mature August 2022. 

Bond Ratings: 

Interest Cost: 

Moody's-
Standard & Poor's -
Fitch IBCA-

True Interest Cost (TIC) - 5.30% 
Net Interest Cost (NIC) - 5.34% 

Consultants: 

Aal 
AA 
AA+ 

Bond Counsel - McCall Parkhurst & Horton L.L.P. 
Co-Bond Counsel - Wickliff & Hall P.C. 
Financial Advisor - First Southwest Company 
Senior Underwriter- Chase Securities of Texas, Inc. 

Issuance Costs: 
Bond Counsel 
Co-Bond Counsel 
Pinancial Advisor 
Rating Agencies 
Printing 
Paying Agent 
Miscellaneous 
Attorney General 

Underwriter's Spread 
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Amount 
$25,737 

3,419 
52,448 
40,060 

4,386 
250 
548 

I 250 

$128,098 

$430,941 

Per SI 000 
$0.34 

0.05 
0.70 
0.53 
0.06 
0.00 
0.01 
0.02 

$1.71 

$5.75 

TEXAS WATER DEVELOPMENT 
BOARD 

Issue: Texas Water Development Board State Revolving Fund, Senior 
Lien Revenue Bonds, Series 2000A - SI 00,000,000 

Purpose: The bond proceeds were used to provide funds to the State 
Revolving Fund to purchase political subdivision bonds, fund a 
reserve account for the senior lien bonds and to pay the costs of 
issuance of the Series 2000A bonds. 

Dates: Board Approval -
Negotiated Sale -
Closing Date -

July 22, 1999 
August 25, 2000 
September 19, 2000 

Structure: The bonds were issued as fixed-rate, tax-exempt serial 
and term securities. The serial bonds' final maturity is in July 2019. 
The term bonds mature in July 2021. 

Bond Ratings: 

Interest Cost: 

Moody's -
Standard & Poor's -
Pitch-

True Interest Cost (TIC) - 5.27% 
Net Interest Cost (NIC) - 5.33% 

Consultants: 
Bond Counsel - Vinson & Elkins L.L.P. 

Aaa 
AAA 
AAA 

Financial Advisor - Pirst Southwest Company 
Senior Underwriter - Bear, Stearns & Co. Inc. 

Issuance Costs: 
Bond Counsel 
Financial Advisor 
Rating Agencies 
Printing 
Paying Agent 
Attorney General 
Miscellaneous 

Underwriter's Spread 

Amount 
$25,800 

63,452 
42,000 

7,511 
71 

1,250 
2 543 

$142,627 

$589,055 

Per$ J 000 
$0.26 

0.63 
0.42 
0.08 
0.00 
0.01 
0.03 

$1.43 

$5.89 
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TEXAS WATER DEVELOPMENT 
BOARD 

Issue: Texas Water Development Board, Water Development Bonds, 
Series 2001A & Band Water Financial Assistance Bonds, Series 
2001A, B & C - $149,750,000 

Purpose: 
Water De1,efop111e11t F1111d I 
The proceeds of the Water Development Refunding Bonds, Series 
2001A & B, were used to prepay the Water Development Board's 
obligations under a federal contract (authorized by Ar!icle III, Section 
49-d of the State Constitution) entered into in connection with the 
construction of Palmetto Bend Dam and Reservoir. 

Water De\'elop111e11t Fund II 
The proceeds of the Water Financial Assistance Bonds, Series 200 I A
C, were used to provide loans and/or grants to political subdivisions 
including those in economically distressed areas of the state for water 
supply, water quality enhancement and flood control purposes, and 
for the acquisition of interests in State Participation Projects. 

Dates: Board Approval -
Negotiated Sale -
Closing Date -

Structure: 

May 17, 2001 
June 1,2001 
June 26, 200 I 

The bonds constitute a general obligaLion of the state of Texas. The 
bonds were sold on a negotiated basis and issued as tax-exempt and 
taxable, fixed-rate securities with final maturities in 2025, 2035 and 
2036. Interest on the bonds shall be payable semi-annually on 
t'ebruary I and August I, beginning on August I, 2001. Principal 

payments will be payable on August I" of each maturity date. 

Bond Ratings: 

Interest Cost: 

Moody's-
Standard & Poor's -
Fitch IBCA -

Aal 
AA 
AA+ 

True Interest Cost (TIC) - WDB Series 2001A 5.41 % 

Net Interest Cost (NIC) -

Consultants: 

WDI3 Series 2001 B 5.22% (Taxable) 
WFA Series 2001A 5.40</c 
WFA Series 2001B 5.29<1/c 
WFA Series 2001C 5.53% 

WDB Series 200 l A 5.42% 
WDB Series 2001 B 5.20% (Taxable) 
WFA Series 2001A 5.37(k 
WFA Series 2001B 5.31% 
Wf-ASeries2001C 5.51% 

Bond Counsel - McCall Parkhurst & Horton L.L.P. 
Co-Bond Counsel - Wickliff & Hall P.C. 
Financial Advisor- First Southwest Company 
Senior Underwriter - Goldman, Sachs & Co. 
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TEXAS WATER DEVELOPMENT 
BOARD 
CONTINUED 

Amount Per $1 000 
Issuance Costs: 
Bond Counsel $47,767 $0,37 
Co-Bond Counsel 10,275 0,02 
Financial Advisor 73,158 OA9 
Rating Agencies 57,000 0,38 
Printing 4,961 0.03 
Paying Agent 300 0,00 
Miscellaneous 2,360 0,02 
Attorney General 4,250 0,03 

Total Issuance Costs $200,071 $L34 

Underwriters' Spread $889,345 $5,94 
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APPENDIX B 
Texas Commercial Paper and ' ::,s;;J-~' 

Variable-Rate Note Programs "-' 
In recent years, some slate agencies and institutions of 

higher education have established variable-rate debt financ
ing programs that provide financing for equipment or capital 
projects, or provide loans to eligible entities. 

As of August 31, 200 I, a total of $1.755 billion was 

authorized for state commercial paper or variable-rate note 
programs. Of this amount, $998.9 million was outstanding as 
of the end offiscal 200 I (1ilb/e I 7). [The amounts in fob le I 7 
are included in the bonds outstanding amounts reported in 
Chapter 3.] 

A brief summary of each variable-rate debt program is 
provided below: 

The University of Texas System 

The University of Texas System (the "System") has 
authorized two variable-rate financing programs: a flexible-

rate note program secured by distributions from the total 
return on all investment assets of the Permanent University 
Fund (PUP), and a commercial paper program secured by the 
revenues of the System. 

The System's PUF Flexible Rate Note program provides 

interim financing for permanent improvements at various eli
gible component institutions of the System. The PUF Flexible 
Rate Note Program replaces a similar program established in 
1985. The prior program became obsolete when an amend
ment to the Texas Constitution was adopted on November 2, 
1999, altering the source and method for determining distri
butions from the PUF. The System's outstanding PUF Flex
ible Rate Notes may not exceed $250 million in principal 
amount at any one time. 

The System's Revenue Financing System (RFS) commer
cial paper note program was established in 1990 to provide 
interim financing for capital projects, including construction, 

Table 17 

TEXAS COMMERCIAL PAPER AND VARIABLE-RATE NOTE PROGRAMS 
as of August 31, 2001 

AMOUNT AMOUNT ISSUED AMOUNT 
ISSUER TYPE OF PROGRAi\l AUTHORIZED FISCAL 2001 OUTSTANDING 

The University of Texas Sy:.tcm 
Permanent University Fund Flexible-Rate Note~ $250,000,000 $ t 00,000,000 $200,000,000 
Revenue f-inancing System Commercial Paper 350,000,000 t27,145,00 218,760,000 

The Texas A&M University System 
Permanent University Fund f-lcxible-Ratc Notes 80,000,000 35,600,000 35,600,000 
Revenue Pinancing System Commercial Pape1 t 25,000,000 5,790,000 0 

Texas Tech Univer~ity System 
Revenue Financing Sy:.tcm Commercial Papet t 00,000,000 46,770,000 64.380,000 

Texas Dept. of Agricullurc Commercial Paper * 50,000,000 5,000,000 ]4.000,000 
Commercial Paper t00,000,000 0 t.000,000 

Texas Dept. of Economic Development Commercial Paper 25,000,000 0 5,655.000 

Texas Dept. of Housing & Community Affairs Commercial Paper 75.000,000 t 5,585,000 t5,585.000 

Texas Public Finance Authority 
Revenue Commen:ial Paper t 00,000,000 t6,000.000 33,600,000 
General Obligation Commercial Paper 500.000.000 0 390,300,000 

Total $1,755,000,000 $351,890,000 $998,880,000 

* Represents maximum amount outstanding appro,·ed by the Bond Review Board for the Texas Agricultural r-und. The TAFA Board has approved a$ !00 
million program amount. 

Source: Texas Bond Review Board. Office of the Executive Director. 
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acquisition, and renovation or equipping of facilities. The com
mercial paper is secured by a pledge of all legally available 
revenues of the System, including pledged tuition fees, gen
eral fees, and other revenue sources. The System's outstand
ing RFS commercial paper notes may not exceed $350 mil
lion in principal amount at any one time. 

The Texas A&M University System 

The Texas A&M University System (the "A&M System") 
has also authorized two variable-rate financing programs: a 
flexible-rate note program secured by the Permanent Univer
sity Fund (PUF) and a commercial paper program secured by 
A&M System revenues. The Texas A&M PUF note program 
was established in 1988 to provide interim financing and equip
ping of facilities for eligible construction projects. 

The Texas A&M University's Revenue Financing Sys
tem commercial paper program was established in 1992 to 
provide interim financing for capital projects, including con
struction, acquisition, and renovation, or equipping of facili
ties throughout the A&M System. The commercial paper is 
secured by a pledge of all legally available revenues to The 
A&M System, including pledged tuition fees, general fees, 
and other revenue sources. The A&M System has a self
liquidity facility for this program. In fiscal 1994, the A&M 
System expanded the pledge to include tuition revenues. 

Texas Tech University and Texas Tech 
University Health Sciences Center 

In November 1997, the Board of Regents of Texas Tech 
University (TTU) authorized a Revenue Financing System 
commercial paper program in an amount not to exceed $100 
million. Under the terms of the prior authorization, commer
cial paper notes could not be issued in an aggregate principal 
amount exceeding $50 million at any one time without ap
proval of the Board of Regents. Subsequent authorizations 
from the Board have raised the limit to $100 million. 

The program was established to provide inlerim financ
ing for capital projects, including construction, acquisilion, 
renovation, and equipmenl for facilities of TTU. The com
mercial paper is secured by a pledge of all legally available 
revenues ofTTU, including pledged tuition fees, general fees, 
and other revenue sources. The University has entered into a 
liquidity agreement in an aggregate amount not to exceed 
$77,770,000 to pay principal and interest coming due under 
the commercial paper program. 

Texas Department of Agriculture 

In 1991, The Texas Agricultural Finance Authority 
(TAFA), a public authority within the Texas Department of 
Agriculture, was authorized to establish a Series A taxable 
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commercial paper note program. The TAFA issues commer
cial paper to purchase and guarantee loans made to businesses 
involved in the production, processing, marketing, and export
ing of Texas agricultural products. The commercial paper notes 
arc a general obligation of the state; however, the program is 
designed to be self-supporting. 

During fiscal 1995, TAFA established a second Series B 
general obligation taxable commercial paper note program with 
authority to issue up to $100 million in obligations. Proceeds 
from this program arc used to make funds available for the 
Farm and Ranch Finance Program. The program was estab
lished to provide loans and other financial assistance through 
local lending institutions to eligible borrowers for the purchase 
of farm or ranch land. 

Texas Department of Economic Development 

In 1992, the Texas Department of Economic Develop
ment (TDED) was granted the authority to issue commercial 
paper to fund loans to Texas businesses under three programs. 
Under the first program, the TDED approves loans to local 
industrial development corporations. Revenues from an 
optional local half-cent sales tax for economic development 
secure these loans. The second program provides for the pur
chase of small business loans, which are fully guaranteed by 
the Small Business Administration. A third program may make 
loans directly to businesses from program reserves. The 
commercial paper issued by TDED is taxable. The program is 
designed to be self-supporting. 

Texas Department of Housing and 
Community Affairs 

The Texas Department of Housing and Community Af
fairs (TD HCA) established a single-family mortgage revenue 
commercial paper program in 1994. The program enables the 
TDHCA to capture mortgage prepayments and recycle them 
into mortgage loans. By issuing commercial paper notes to 
satisfy the mandatory redemption provisions of outstanding 
single-family mortgage revenue bonds instead of using the 
prepayments to redeem bonds, the TD HCA is able to preserve 
private activity volume cap and generate new mortgage loans 
with the prepayments. The commercial paper refunding bonds 
pay off the commercial paper notes, and the prepayments are 
used to make new mortgage loans. These new loan revenues 
repay the principal and interest on commercial paper refund
ing bonds. 

Texas Public Finance Authority 

In 1992, the Texas Public Finance Authority (TPFA) 
established a Master Lease Purchase Program (MLPP) that is 
funded through commercial paper. The commercial paper is-
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sued to date has primarily been used to finance the purchase 
of equipment, such as computers and telecommunications 
equipment. The TPFA also has the authority to use the com
mercial paper to provide interim financing for capital projects 
undertaken on behalf of state agencies. The MLPP commer
cial paper is a special revenue obligation of the state, payable 
only from legislative appropriations to the participating agen
cies for lease payments. 

During fiscal 1993, TPFA established a variable-rate 
financing program that is secured by the state's general 
obligation pledge. The proceeds are used to provide interim 
financing for capital projects that are authorized by the Legis
lature and financed through general obligation bonds. 

Other State Issuers of Variable-Rate Debt 

Several other state issuers have the authority to issue debt 
in variable-rate form. State issuers may utilize variable-rate 
debt in order to diversify their debt portfolio and to take 
advantage of lower short-term interest rates that may be 
available. 

The Veterans Land Board is one example of a state issuer 
that has issued variable-rate housing assistance bonds to 
diversify its debt portfolio. Similarly, the Texas Water Devel
opment Board is authorized to issue subordinate-lien variable
rate-demand revenue bonds (VRDBs) as part of the State 
Revolving Fund program. 
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Com)}troller of Public Accounts Liquidity 
Facility Provider Duties 

The 73rd Legislature passed legislation that authorized 
the State Treasurer to enter into agreements to provide liquid
ity for obligations issued for governmental purposes by an 
agency of the state as long as the agreements did not conflict 
with the liquidity needs of the Treasury. Eligible obligations 
included commercial paper, variable-rate demand obligations, 
and bonds. Although Treasury funds were not sufficient to 
cover all state variable-rate debt programs, the use of state 
funds for liquidity provision resulted in significant savings. 

As of September I, 1996, the voters abolished the otfice 
of the State Treasurer. The duties of this office were 
transferred to the Comptroller of Public Accounts - Treasury 
Operations. 
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APPENDIX C 
Texas State Bond Programs 

TEXAS AGRICULTURAL 
FINANCE AUTHORITY BONDS 

Statutory Authority: The Texas Agricultural Finance Author
ity (the "Authority") was created in 1987 (Texas Agriculture 
Code, Chapter 58) and given the authority to issue revenue 
bonds. In 1989, a constitutional amendment authorizing the 
issuance of general obligation bonds under Article III, Sec
tion 49-i, of the Texas Constitution was approved. In 1993, a 
constitutional amendment authorized the issuance of general 
obligation bonds under Article III, Section 49-f, of the Texas 
Constitution in an amount not to exceed $200 million. Legis
lative approval is not required for each bond issue; however, 
the Authority is required to obtain the approval of the Bond 
Review Board and the Attorney General's Office prior to is
suing bonds, and is required to register its bonds with the 
Comptroller of Public Accounts. 

Purpose: Proceeds from the sale or bonds are used to acquire 
or make loans to eligible agricultural businesses, to make or 
acquire loans from lenders, to insure loans, to guarantee loans, 
and to administer or participate in programs to provide finan
cial assistance to eligible agricultural businesses, and to pro
vide financial assistance to other rural economic development 
projects. 

Security: Revenue bonds are obligations of the Authority and 
are payable from revenues, income, and property of the Au
thority and its programs. The Authority's revenue bonds are 
not an obligation of the state of Texas, and neither the state's 
full faith and credit nor its taxing power is pledged toward 
payment of the bonds. The Authority is also authorized to is
sue general obligation debt, which is payable from revenues 
and income of the Authority. In the event that such income is 
insufficient to repay the debt, the first monies coming into the 
Comptroller of Public Accounts - Treasury Operations, not 
otherwise appropriated by the Constitution, are pledged to re
pay the bonds. 

Dedicated/Project Revenue: Mortgages or other interests in 
financed property; repayments of financial assistance; invest
ment earnings; any fees and charges; and appropriations, 
grants, subsidies, or contributions are pledged to the payment 
of principal and interest on the Authority's bonds. The pro
gram is designed to be self-supporting; therefore, no draw on 
general revenue is anticipated. 
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Contact: 
Lee Deviney 
Assistant Commissioner, Finance & Agribusiness 
Development 
Texas Department of Agriculture 
(512) 463-8607 
leedevi ney @agr.state. tx. us 

" --\ 

COLLEGE STUDENT LOAN BONDS 

Statutory/Constitutional Authority: Article Ill, Sections 50b 
and 50b- l, 50b-2, 50b-3, 50b-4, and 50b-5, of the Texas Con
stitution, adopted in 1965, 1969, 1989, 1991, 1995, and 1999, 
authorize the issuance of general obligation bonds by the Texas 
Higher Education Coordinating Board. In 1991, legislation 
was enacted giving the Coordinating Board authority to issue 
revenue bonds. The Board is required to obtain the approval 
of the Attorney General's Office and the Bond Review Board 
prior to issuance, and to register its bonds with the Comptrol
ler of Public Accounts. 

Purpose: Proceeds from the sale of bonds are used to make 
loans to eligible students attending public or private colleges 
and universities in Texas. 

Security: The first monies coming into the Comptroller of 
Public Accounts - Treasury Operations, not otherwise dedi
cated by the Constitution, are pledged to pay debt service on 
the general obligation bonds. Revenue bonds will be repaid 
solely from program revenues. Approximately 30 percent of 
the loans made arc guaranteed by the Texas Guaranteed Stu
dent Loan Corporation, the U.S. Department of Education, 
and the U.S. Department of Health and Human Services. 

Dedicated/Project Revenue: Principal and interest payments 
on the loans are pledged to pay debt service on the bonds is
sued by the Coordinating Board. No draw on general revenue 
is anticipated. 

Contact: 
Ken Vickers 
Assistant Commissioner for Administrative Services 
Texas Higher Education Coordinating Board 
(512) 427-6160 
v ickerskh @thee b. state. tx. us 
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COLLEGE AND UNIVERSITY 
REVENUE BONDS 

Statutory Authority: Section 55.13 of the Texas Education 
Code authorizes the governing boards of institutions of higher 
education to issue revenue bonds. Enacted originally in 1969 
by the 61 st Legislature, the statute (Article 2909c-3, 
Tex.Rev.Civ.Stat.Ann.) was designed to supplement or super
sede numerous similar statutes that contained restrictions, 
which often made it difficult or impossible to issue bonds 
under prevailing market conditions. 

The 1991 Texas Legislature authorized the Texas Public 
Finance Authority (TPFA), effective January I, 1992, to issue 
bonds on behalf of all institutions of higher education that 
carry authority to issue bonds under Chapter 55, Texas Edu
cation Code, with the exception of The University of Texas 
System, The Texas A&M University System, a component of 
those systems, and higher education institutions that carry 
authority to issue bonds under Article VII, Section 17, of the 
Texas Constitution. As a result of these exceptions, lhe only 
higher education institution for which the TPFA issued bonds 
was Texas State Technical College. In 1993, the voters ap
proved an amendment to Article VII, Section 17, which added 
lhe Texas State Technical College System to the section. 

In 1997, the 75th Legislature passed House Bill 1077, 
adding Midwestern State University, Stephen F. Austin State 
University, and Texas Southern University to the TPFA's list 
of state entities on whose behalf the Authority will issue bonds. 

Legislative approval is not required for specific projects 
or for each bond issue, but certain capital projects must be 
approved by the Texas Higher Education Coordinating Board 
in accordance with Chapter 61, Texas Education Code. The 
governing boards are required to obtain the approval of the 
Bond Review Board and the Attorney General's Office prior 
to issuing bonds, and are required to register their bonds with 
the Comptroller of Public Accounts. 

Purpose: Proceeds are used to acquire, purchase, construct, 
improve, enlarge, and/or equip any property, buildings, struc
tures, activities, services, operations, or other facilities. 

Security: The revenue bonds issued by the institutions' gov
erning boards are secured by the income of the institutions 
and are not an obligation of the state of Texas. Neither the 
state's full faith and credit nor its taxing power is pledged 
toward payment of the bonds. 

Dedicated/Project Revenue: Bonds are repaid with income 
from pledged revenues. Pledged revenues include the pledged 
tuition, and any or all of the revenues, funds and balances 
now or hereafter lawfully available to the governing boards 
and derived from or attributable to any member of the 
Revenue Financing System. 
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Contact: 
Individual colleges and universities. 

TEXAS DEPARTMENT OF ECONOMIC 
DEVELOPMENT BONDS 

Statutory Authorit)1
: As the successor agency to the Texas 

Department of Commerce, the Texas Department of Economic 
Development (the "Department") was created and given the 
authority to issue revenue bonds by Senate Bill 932, 75th 
Legislature, 1997. In 1989, a constitutional amendment 
authorizing the issuance of general obligation bonds was 
approved. Although legislative approval of bond issues is not 
required, the Department is required to obtain the approval of 
the Bond Review Board and the Attorney General's Office 
prior to issuance, and to register its bonds with the Comptrol
ler of Public Accounts. 

Purpose: Proceeds from the sale of bonds are used to provide 
financial assistance to export businesses, to promote domes
tic business development, and to provide loans to finance the 
commercialization of new and improved products and 
processes. 

Security: Revenue bonds are obligations of the Department 
and arc payable from funds of the Department. The 
Department's revenue bonds arc not an obligalion of the state 
of Texas and neither the state's full faith and credit nor its 
taxing power is pledged toward payment of the Department's 
bonds. The Department is also authorized to issue general 
obligation debt, which is payable from revenues, income, etc. 
House Bill I, 75th Legislature, Rider 6, specifically prohibits 
the use of general revenue for debt service on the Department's 
general obligation bonds; therefore, any general obligation bonds 
issued by the Department are required to be self-supporting. 

Dedicated/Project Revenue: Revenue of the Department, 
primarily from the repayment of loans and the disposition of 
debt instruments, is pledged lo the paymenl of principal and 
interest on bonds issued. 

Contact: 
Jim Anastoos 
Finance Programs Manager 
Texas Department of Economic Development 
(512) 936-0142 
j amesa @tded.state. tx. us 

TEXAS DEPARTMENT OF 
HOUSING & COMMUNITY AFFAIRS 

BONDS 

Statutory Authority: The Texas Department of Housing and 
Community Affairs (the "Department") was created pursuant 
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to the Act of June 16, 1991, Chapter 762, 1991 Tex.Sess.Law 
Serv. 2672 (Section 2 is now codified as Chapter 2306, Texas 
Government Code). The Department is the successor agency 
to the Texas Housing Agency and the Texas Department of 
Community Affairs, both of which were abolished by the Act 
and their functions and obligations were transferred to the 
Department. 

Pursuant to the Acl, the Department may issue bonds, 
notes, or other obligations to finance or refinance residential 
housing and to refund bonds previously issued by the Agency, 
the Department, or certain other quasi-governmental issuers. 
The Act specifically provides that the revenue bonds of the 
Agency become revenue bonds of the Department. Legisla
tive approval of bond issues is not required; however, the 
Department is required to obtain the approval of the Bond 
Review Board and the Attorney General's Office prior to 
issuance, and to register its bonds with the Comptroller of 
Public Accounts. 

Purpose: Proceeds from the sale of bonds are used to provide 
assistance to individuals and families of low, very low, and 
moderate income and persons with special needs to obtain 
decent, safe, and sanitary housing. 

Security: Any bonds issued arc obligations of the Department 
and arc payable solely from the revenues and funds pledged 
for the payment thereof. The Department's bonds arc not an 
obligation of the state or Texas, and neither the state's full 
faith and credit nor its taxing power is pledged toward pay
ment of the Department's bonds. 

Dedicated/Project Revenue: Revenue received by the De
partment from the repayment of loans and investment of bond 
proceeds is pledged to the payment of principal and interest 
on bonds issued. 

Contacts: 
Byron Johnson 
Director of Bond Finance 
Texas Department of Housing and Community Affairs 
(512) 475-3856 
b johnson @tdhca.state. tx. us 

Robert Onion 
Director of Multifamily Finance 
Texas Department of Housing and Community Affairs 
(512) 475-3872 
ronion@tdhca.state.tx.us 

FARM AND RANCH LOAN BONDS 

Statutory/Constitutional Authority: Article Ill, Section 49-
f. or the Texas Constitution, adopted in 1985. authorizes the 
issuance or general obligation bonds by the Veterans Land 
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Board. The program was transferred from the Veterans Land 
Board to the Texas Agricultural Finance Authority with the 
passage of House Bill 1684 by the 73rd Legislature. In 1993, 
a constitutional amendment was authorized and approved that 
transfers the constitutional authority for the program from the 
Veterans Land Board to the Texas Agricultural Pinance Au
thority and allows no more than $200 million of the authority 
to be used for the purposes defined in Article III, Section 49-
i of the Texas Constitution. In 1997, House Bill 2499, 75th 
Legislature increased the maximum loan amount available 
through the program to $250,000. In 200 I, Senate Bill 716, 
authorized the Authority to provide a guarantee to a local lender 
for an eligible applicant. 

Purpose: Proceeds from the sale or the general obligation 
bonds may be used to make loans of up lo $250,000 to eli
gible Texans for the purchase of farms and ranches. 

Security: The bonds arc general obligations of the state of 
Texas. The first monies coming into the Comptroller of Pub
I ic Accounts - Treasury Operations, not otherwise dedicated 
by the Constitution, are pledged to pay debt service on the 
bonds. 

Dedicated/Project Revenue: Principal and interest payments 
on the farm and ranch loans arc pledged to pay debt service on 
the bonds issued by the Texas Agricultural Pinance Authority. 
The program is designed to be self-supporting; therefore, no 
draw on general revenue is anticipated. 

Contact: 
Lee Deviney 
Assistant Commissioner, Finance & Agribusiness 
Development 
Texas Department or Agriculture 
(512) 463-8607 
lccdcv i ncy@ agr. state. tx. us 

HIGHER EDUCATION 
CONSTITUTIONAL BONDS 

Statutory Authority: Article VII, Section 17, of the Texas 
Constitution, adopted in 1985, authorizes the issuance of 
constitutional appropriation bonds by institutions of higher 
education not eligible to issue bonds payable from and 
secured by the income of the Permanent University Fund 
(PUF). Legislative approval of bond issues is not required; 
however, approval of the Bond Review Board and the Attor
ney General is required, and the bonds must be registered with 
the Comptroller of Public Accounts. 

Purpose: Proceeds from the sale of bonds are used by 
qualified institutions for land acquisition, construction, major 
repairs, and permanent improvements to real estate. 
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Security: The first $175 million coming into the Comptroller 
of Public Accounts - Treasury Operations, not otherwise dedi
cated by the Constitution, goes to qualified institutions of 
higher education to fund certain land acquisition, construc
tion, and repair projects. Fifty (50) percent of this amount may 
be pledged to pay debt service on any bonds or notes issued. 
While not explicitly a general obligation or full faith and credit 
bond, the stated pledge has the same effect. 

Dedicated/Project Revenue: Debt service is payable solely 
from state General Revenue Fund appropriations to institu
tions of higher education. 

Contact: 
Individual colleges and universities. 

TEXAS NATURAL RESOURCES 
CONSERVATION COMMISSION BONDS 

Statutory Authority: The Texas Low-Level Radioactive 
Waste Disposal Authority (the "Authority") was created in 
1981 (Texas Health and Safety Code, Chapter 402), and au
thorized to issue revenue bonds in 1987 (Texas Health and 
Safety Code, Sec. 402.291) to finance certain costs related to 
the creation of a radioactive waste disposal site. The Author
ity was required to obtain the approval of the Allorney 
General's Office and the Bond Review Board prior to issu
ance, and to register its bonds with the Comptroller of Public 
Accounts. House Bill I 077, 75th Legislature, in 1997, autho
rized the Texas Public Finance Authority to issue the bonds 
on behalf of the Texas Low-Level Radioactive Waste Disposal 
Authority. 

In 1999, the 76th Legislature abolished the Authority ef
fective September 1, 1999, and transferred all of its duties, 
responsibilities, and resources to the Texas Natural Resources 
Conservation Commission ("the Commission"). 

Purpose: Proceeds from the sale of bonds may be used to 
reimburse the General Revenue Fund for the expenses incurred 
and paid by the Commission; to pay the expenses of selecting, 
licensing, and constructing a low-level radioactive waste dis
posal site; to provide required reserve funds; and to pay capital
ized interest and operating costs of the Commission that were 
not paid from the General Revenue Fund. The Commission may 
finance project costs from sources other than bond proceeds. 

Security: Bonds issued arc obligations or the Commission 
and arc payable from revenues and income collected by the 
Commission and its programs and credited to lhc low-Jc,·el 
waste fund. These bonds would not obligate the state, the TcAas 
Public Finance Authority. or a public entity to pay the princi
pal or interest. 

Although the statutory authority remains. it is unlike!) 
that any such bonds will be issued. 
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Contact: 
Kimberly K. Edwards 
Executive Director 
Texas Public Finance Authority 
(512) 463-5544 
kedwards@tpfa.state.tx.us 

TEXAS MILITARY FACILITIES 
COMMISSION BONDS 

Statutor.Y Authority: The Texas Military Facilities Commis
sion (the "Commission") was created by Senate Bill 352, 75th 
Legislature, 1997, as the successor agency to the National 
Guard Armory Board, which was created as a state agency in 
1935 by Title 4, Chapter 435 of the Texas Government Code, 
and authorized to issue long-term debt. Legislative approval 
of bond issues is not required; however, the Commission is 
required to obtain the approval of the Bond Review Board 
and the Attorney General's Office prior to issuance, and to 
register its bonds with the Comptroller of Public Accounts. 

Senate Bill 3, 72nd Legislature, 1991, authorized the Tex a<.; Puhl ic 
Finance Authority to issue bonds on behalf of the Texas Military 
Facilities Commission (Texas Government Code, Sec. 435.041 ). 

Purpose: Proceeds from the sale of bonds are used to acquire 
land, to construct, remodel, repair, or equip buildings for the 
Texas National Guard. 

Security: Any bonds issued are obligations of the Commis
sion and are payable from "rents, issues, and profits" of the 
Commission. The Commission's bonds are not a general obli
gation of the state of Texas and neither the state's full faith 
and credit nor its taxing power is pledged toward payment of 
Military Facilities Commission bonds. 

Dedicated/Project Revenue: The rent payments used to re
tire Military Facilities Commission debt are paid primarily by 
the Adjutant General's Department with general revenue funds 
appropriated by the Legislature. Independent project revenue, 
in the form of income from properties owned by the Commis
sion, also is used to pay a small portion or debt service. 

Contacts: 
Jerry D. Malcolm 
Executive Director 
Texas Military Facilities Commission 
(512) 406-6905 
jerry. malcolm@ mai 1.capnet. state. tx. us 

Kimberly K. Edwards 
Executive Director 
Texas Public Finance Authority 
(512)463-5544 
ked wards@ t pfa.state. tx. us 
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TEXAS PARKS AND WILDLIFE 
DEPARTMENT BONDS 

Statutory/Constitutional Authority: Article Ill, Section 49-
c, of the Texas Constitution, adopted in 1967, authorized the 
Texas Parks and Wildlife Department (the "Department") to 
issue general obligation bonds to acquire and develop state 
parks. Senate Bill 3, 72nd Legislature, 1991, authorized the 
Texas Public Finance Authority ("the Authority") to issue 
bonds on behalf of the Department. House Bill 3189, 75th 
Legislature, 1997, authorized the Authority to issue revenue 
bonds or other revenue obligations not to exceed $60 million 
in the aggregate on behalf of the Department, for construction 
and renovation projects for parks and wildlife facilities. 

Purpose: Proceeds from the sale of the general obligation 
bonds are used to purchase and develop state park lands. Pro
ceeds from the sale of revenue bonds are used to finance the 
repair, renovation, improvement, and equipping of 1rnrks nncl 
wildlife facilities. 

Security: General obligation debt issued on behalf of the De
partment is payable from revenues and income of the Depart
ment. In the event that such income is insufficient to repay the 
debt, the first monies corning into the Comptroller of Public 
Accounts - Treasury Operations, not otherwise dedicated by 
the Constitution, arc pledged to pay debt service on the bonds. 

Revenue obligations issued on behalf of the Department 
arc to be repaid from rent payments made by the Department 
to the Authority. The Department may receive legislative ap
propriations of general revenue for its required rent payments. 

Dedicated/Project Revenue: Entrance fees lo state parks arc 
pledged to pay debt service on the general obligation park 
development bonds. Additionally, the sporting goods sales tax 
revenue nrny also be used to pay debt service on general obli
gation park development bonds. 

The Department's obligations to the Authority are repaid 
from the Department's lease revenue. These revenues arc ap
propriated to the Department out of general revenue. 

Contacts: 
Melanie L. Callahan, CPA 
Financial Manager 
Texas Parks & Wildlife Department 
(512) 389-4616 
melan i e .cal I ahan @tpwd.state. tx. us 

Kimberly K. Edwards 
Executive Director 
Texas Public Finance Authority 
(512) 463-5544 
kedwards@tpfa.state.tx.us 
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PERMANENT UNIVERSITY FUND BONDS 

Statutory/Constitutional Authority: Article VII, Section 18, 
of the Texas Constitution, initially adopted in 1947, as amended 
in November 1984, authorizes the Boards of Regents of The 
University of Texas and Texas A&M University Systems to 
issue revenue bonc\s payable from and securec\ by the income 
of the Permanent University Fund (PUF). The constitutional 
amendment approved by voters on November 2, 1999, allows 
for distributions from the PUF to be basec\ on the "total re
turn" on all PUF investment assets, including current income, 
as well as capital gains. Neither legislative approval nor Bond 
Review Board approval is required. The approval of the At
torney General is required, however, and the bonds must be 
registered with the Comptroller of Public Accounts. 

Purpose: Proceeds are used for acquiring land either with or 
witholll permanent improvements, constructing and equipping 
buildings or other permanent improvements, major repair and 
rehabilitation of buildings and other permanent improvements, 
acquiring capital equipment and library books and library 
materials, and refunding PUP bonds or PUP notes. 

Security: Bonc\s are repaid from the total return on all invest
ment assets or the Permanent University Pund, including the 
net income attributable to the surface of PUF Land, in amounts 
determined by the Board of Regents. 

Dedicated/Project Reyenue: Bonds are repaid from income 
of the Permanent University Fund. The total amount of PUF 
bonds outstanding is limited to 30 percent of the book vnlue 
of the Fund, exclusive of land. 

Contacts: 
Terry Hull 
Director of Finance 
The University of Texas System 
(512) 225-1695 
tlrnll@utsystem.edu 

Greg Anderson 
Associate Vice Clrnncellor and Treasurer 
Texas A&M University System 
(979) 458-6330 
anderson @sagoma i 1. tarnu. edu 

TEXAS PUBLIC FINANCE 
AUTHORITY BONDS 

Statutory/Constitutional Authority: The Texas Public 
Finance Authority (the "Authority'') is authorized to issue both 
revenue and general obligation bonds. 

The Authority \Vas initially created by the Legislature in 
1983, by Tex.Rev.Civ.Stat.Ann .. Article 601 d, now codified 
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as Chapter 1232, Texas Government Code, and given the 
authority to issue revenue bonds to finance state office build
ings. The Legislature approves each project and the amount 
of bonds to be issued by the Authority. 

Article III, Scction 49h, of the Texas Constitution, adopted 
in 1987, authorized the Authority to issue general obligation 
bonds for correctional and mental health facilities; additional 
authorization was passed in 1989, 1991 and 1993. 

In 1989, the Authority was authorized to establish a 
Master Lease Purchase Program. This program was created to 
finance the purchase of equipment on behalf of various state 
agencies at tax-exempt interest rates. 

In 1991, the Authority was given the responsibility of is
suing revenue bonds for the Texas Workers' Compensation 
Fund under Subchapter G, Chapter 5, of the Texas Insurance 
Code. 

The 73rd Legislature authorized the Authority, effective 
January I, 1992, to issue bonds on behalf of the Texas 
Military Facilities Commission, Texas National Research 
Laboratory Commission, Texas Parks and Wildlife Depart
ment, and the Texas State Technical College. In 1993, the 
Authority was authorized to issue bonds or other obligations 
to finance alternative fuels equipment and infrastructure 
projects for state agencies, institutions of higher education, 
and political subdivisions. 

In 1995, the 74th Legislature authorized the Authority to 
issue building revenue bonds on behalf of the Texas Depart
ment of Health for financing a Public Health Laboratory in 
Travis County, and general obligation bonds on behalf of the 
Texas Juvenile Probation Commission. 

The Authority was subject to Sunset Commission review 
during the 75th Legislature in 1997. The Legislature contin
ued the Authority for twelve years and authorized the Author
ity, effective September I, 1997, to issue bonds on behalf of 
the Texas Lmv-Level Radioactive Waste Disposal Authority 
(See: Texas Natural Resources Conservation Commission), 
Midwestern State University, Texas Southern University, and 
Stephen F Austin State University. Other legislation passed 
during the 75th Legislature authorized the Authority to issue 
revenue bonds on behalf of the Health and Human Services 
Commission and the Texas Parks and Wildlife Department. In 
the General Appropriations Act, the Legislature also autho
rized the Authority to issue bonds to finance the Texas State 
History Museum on behalf of the State Preservation Board. 

The Authority is required to obtain the approval of the 
Bond Review Board and the Attorney General's Office prior 
to bond issuance, and to register its bonds with the Comptrol
ler of Public Accounts. 

Purpose: Proceeds from the sale of general obligation bonds 
for correctional and mental health facilities are used to finance 
the cost of constructing, acquiring, and/or renovating prison 
facilities, youth correction facilities, and mental health/men
tal retardation facilities. Proceeds from the sale of building 
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revenue bonds are used to purchase, construct, renovate, and 
maintain state buildings. Proceeds from the sale of bonds for 
the Workers' Compensation Fund are used to fund the 
Workers' Compensation Insurance Fund. Proceeds from the 
issuance of commercial paper for the Master Lease Purchase 
Program are used to finance equipment for various state agen
cies. For a description of the use of funds for bonds issued on 
behalf of the Texas Military Facilities Commission, the Texas 
National Research Laboratory Commission (Superconducting 
Super Collider Bonds), the Texas Parks and Wildlife Depart
ment, and the Texas state colleges and universities that are 
clients of the Authority, see the applicable sections in this 
Appendix. 

Security: Building revenue bonds issued are obligations of 
the Authority and arc payable from "rents, issues, and profits" 
resulting from leasing projects to the state. These sources of 
revenue come primarily from legislative appropriations. The 
general obligation bonds issued for correctional and mental 
health facilities pledge the first monies not otherwise appro
priated by the Constitution that come into the state treasury 
each fiscal year to pay debt service on the bonds. Bonds 
issued on behalf of the Workers' Compensation Insurance Fund 
are secured solely by pledged revenues of the Fund. Revenue 
bonds issued for the Master Lease Purchase Program are 
secured by lease payments from state agencies, which come 
from state appropriations. 

Dedicated/Project Rcycnuc: Debt service on the general ob
ligation bonds for correctional and mental health facilities are 
payable solely from the state's General Revenue Fund. Debt 
service on the general obligation bonds for park facilities is 
paid first from department revenues, as described in the appli
cable section of this appendix. Debt service on the revenue 
bonds is payable from lease payments, which are primarily 
general revenue funds appropriated to the respective agencies 
and institutions by the Legislature. The Legislature, however, 
has the option to appropriate lease payments to be used for 
debt service on the bonds from any other source of funds that 
is lawfully available. For example, debt service on the bonds 
issued on behalf of the Department of Health is appropriated 
from lab fees collected by the Department. Bonds issued on 
belrnlf of the Workers' Compensation Fund are payable solely 
from maintenance tax surcharges authorized in Article 5.76 of 
the Texas Insurance Code. With monies contributed by the 
Fund in 1995. in June 1998 and in June 1999, securities have 
been deposited into an escrow fund with the Texas Safekeep
ing Trust Company in an amount sufficient to fully pay prin
cipal and interest on the bonds until they mature. Consequently, 
no additional maintenance tax surcharges will need to be 
collected to service the debt on these bonds. College and uni
versity revenue bonds issued are repaid from pledged revenue 
such as tuition and fees. The university bonds are self
supporting. and the state's credit is not pledged. 



Contact: 
Kimberly K. Edwards 
Executive Director 
Texas Public Finance Authority 
(512) 463-5544 
ked wards@tpfa.state. tx. us 

PUBLIC SCHOOL FINANCE PROGRAM 

Statutory/Constitutional Authority: The 1989 Texas Legis
lature adopted the Public School Facilities Funding Act in Sen
ate Bill 95 I, 71 st Legislature, and amended the Act in Senate 
Bill 3, 71 st Legislature, Sixth Called Session, and House Bill 
1608, 73rd Legislature. The Act, codified as Chapter 1402, 
Texas Government Code, authorizes the Bond Review Board 
to make loans or purchase the bonds of qualifying public school 
districts. The Board is authorized to direct the Comptroller of 
Public Accounts- Treasury Operations to issue revenue bonds 
to finance the school district loans. 

Although the statutory authority remains, no bonds have 
been issued under this program. 

Purpose: The proceeds of bonds issued under this program 
are to be used to make loans to qualifying school districts for 
the acquisition, construction, renovation, or improvement of 
instructional facilities; for equipment and minor repair; for 
cash-management purposes; and for refunding of school 
district bonds. 

Security: The bonds arc special obligations of the program 
and are payable only from program revenues. The bonds arc 
not a general obligation of the state of Texas, and neither the 
state's full faith and credit nor its taxing power is pledged 
toward payment of the bonds. 

Dedicated/Project Revenue: Repayment of principal and 
interest on local school district loans is pledged to pay debt 
service on the state bonds. In the event of a loan delinquency, 
the program may draw on the state Foundation School Fund 
payment otherwise due the school district for bonds issued 
under Subchapter A, Chapter 271, Texas Local Government 
Code, and Chapter 20.49 of the Texas Education Code. Bonds 
issued with the guarantee of the Texas Permanent School Fund 
(PSF) may draw on the principal of the PSF in the event of a 
pending default. 

Contacts: 
Mike Doyle 
Director of Treasury Operations Administration 
Texas Comptroller of Public Accounts - Treasury Operations 
(512)305-9112 
mike.cloy le@cpa. state. tx. us 
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Jim Buie 
Executive Director 
Texas Bond Review Board 
(512) 463-1741 
buie@brb.state.tx.us 

TEXAS SMALL BUSINESS INDUSTRIAL 
DEVELOPMENT CORPORATION BONDS 

Statutory Authority: The Texas Small Business Industrial 
Development Corporation (TSBIDC) was created as a private 
non-profit corporation in 1983 (Title 83, Article 5190.6, 
Sections 4-37, Tex.Rev.Civ.Stat.Ann.) pursuanl to the Devel
opment Corporation Act of 1979 and was authorized to issue 
revenue bonds. The authority ofTSBIDC to issue bonds was 
repealed by the Legislature, effective September I, 1987. 

Purpose: Proceeds from the sale of the TSBIDC bonds were 
used to provide financing to state and local governments and 
to businesses and nonprofit corporations for the purchase or 
land, facilities, and equipment for economic development. 

Security: The bonds are obligations of the Corporation. The 
Corporation's bonds are not an obligation of the state of Texas 
or any political subdivision of the state, and neither the state's 
full faith and credit nor its taxing power is pledged toward 
payment of Corporation bonds. 

Dcclicatecl/Project Revenue: Debt service on bonds issued 
by the TSI3IDC is payable from the repayment of loans made 
from bond proceeds and investment earnings on bond 
proceeds. 

Contact: 
Jim Anastoos 
Finance Programs Manager 
Texas Department of Economic Development 
(512) 936-0142 
j a mesa @tdcd. state. tx. us 

TEXAS STATE Al<'FORDABLE 
HOUSING CORPORATION 

Statutory Authority: Chapter 2306, Subchapter Y. of 
the Texas Government Code, authorizes the Texas State 
Affordable Housing Corporation (the "Corporation") to issue 
revenue bonds. 

In accordance with the Texas Government Code. as 
amended, the Corporation is authorized to issue statewide 
501(c)(3) tax-exempt multifamily mortgage revenue bonds 
under Section 2306.555, and qualified mortgage revenue bonds 
under the Teachers Home Loan Program as established under 
Section 2306.562. Currently, there are no limits on the issu
ance of 50 I (c)(3) bonds for multifamily properties owned by 
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nonprofit organizations. The Teachers Home Loan Program 
is authorized to issued $25 million in revenue bonds. 

The Corporation is required to obtain the approval of the 
Bond Review Board and the Attorney General's Office prior 
to issuance, and to register its bonds with the Comptroller of 
Public Accounts. 

Purpose: The Corporation's primary public purpose is to 
facilitate the provisions of housing and the making of afford
able loans to individuals and families of low, very low, and 
extremely low income, and for teachers under the Teachers 
Home Loan Program as provided by Section 2306.562 of the 
Texas Government Code. The Corporation is required to 
perform such activities and services that will promote and 
facilitate the public health, safety, and welfare through the pro
vision of adequate, safe and sanitary housing for individuals 
and families of low, very low, and extremely low income. 

Security: Any bonds issued are payable solely from the rev
enues and funds pledged for the payment thereof. The 
Corporation's bonds are not an obligation of the state of Texas, 
and neither the state's full faith and credit nor its taxing power 
is pledged toward the payment of the Corporation's bonds. 

Dedicated/Project Revenue: Revenue received by the Cor
poration from the repayment of loans and investment of bond 
proceeds is pledged to the payment of principal and interest 
on the bonds issued. 

Contacts: 
Daniel Owen 
Vice President, Multifamily Lending 
Texas State Affordable Housing Corporation 
(512) 377-3555, ext. 404 
dowen@tsahc.org 

David Long 
Vice President, Single Family Lending/ Bond Administration 
Texas State Affordable Housing Corporation 
(512) 377-3555, ext. 402 
dlong@tsahc.org 

TEXAS DEPARTMENT OF 
TRANSPORTATION BONDS 

Statutory Authority: The Texas Turnpike Authority ("the 
Authority") was created as a division of the Department of 
Transportation ("the Department") by the 75th Legislature in 
1997 by Senate Bill 370 (Texas Transportation Code, Chapter 
361 ). [Senate Bill 370 also established the North Texas Toll
way Authority, consisting of Collin, Dallas, Denton, and 
Tarrant counties, as a successor agency to the previous Texas 
Turnpike Authority. The North Texas Tollway Authority docs 
not require Bond Review Board approval to issue bonds.] 
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The Authority is authorized to study, design, construct, 
operate or enlarge turnpike roads. The Department is also 
authorized to create a State Infrastructure Bank (SIB) to be 
funded by federal funds, state matching funds, and the 
proceeds of revenue bonds. The SIB will be used to fund trans
portation infrastructure development projects such as inter
changes, off-system bridges, collector roads, toll roads, utility 
adjustments, right-of-way acquisitions, and other eligible 
projects. 

The Department is authorized to issue revenue bonds pay
able from the income and receipt of the revenues of the SIB 
including principal and interest on obligations acquired and 
held by the SIB. Legislative approval is not required for 
specific projects or for each bond issue. The Department is 
required to obtain the approval of the Bond Review Board 
and the Attorney General's Office prior to bond issuance and 
to register its bonds with the Comptroller of Public Accounts. 
The Authority is authorized to issue turnpike revenue bonds 
pursuant to Sec. 361.171 of the Texas Transportation Code, 
and turnpike revenue refunding bonds pursuant to Sec. 
361.175. 

Senate Bill 4, 77th Legislature, and the constitutional 
amendment that voters approved in November 2001, created 
the Texas Mobility Fund and authorized the Department to 
issued bonds backed by the Fund. 

Purpose: Proceeds from the sale of bonds to fund the SIB can 
be used to encourage public and private investment in trans
portation facilities, to develop financing techniques to expand 
the availability of funding transportation projects, and to maxi
mize private and local participation in financing projects. SIB 
assistance may include direct loans, credit enhancements, es
tablishment of a capital reserve for bond financing, subsidized 
interest rates, ensuring the issuance of a letter of credit, fi
nancing a purchase or lease agreement, providing security for 
bonds, or providing various methods of leveraging money 
approved by the United States Secretary of Transportation. 
Proceeds from the sale of turnpike revenue bonds by the 
Authority may be used to pay for all or part of the cost of a 
turnpike project, provided that they are only used to pay costs 
of the project for which they are issued. The Texas Mobility 
Fund will provide financing for the acquisition, construction, 
maintenance, reconstruction, and expansion of state highways. 

Security: Any bonds issued are obligations of the Department 
and are payable from income from the SIB and other project 
revenues. The Department's bonds are not an obligation of 
the state of Texas and neither the state's full faith and credit 
nor its taxing power is pledged toward payment of Texas 
Department of Transportation bonds. Likewise, bonds issued 
by the Authority are payable from project revenues and other 
identified revenue sources. Additionally, bonds issued by the 
Authority are not obligations of the state or a pledge of the 
full faith and credit of the state. 
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Dedicated/Project Revenue: Bonds are repaid from income 
from the SIB and other project revenues. Likewise, bonds is
sued by the Authority arc payable from project revenues and 
other identified revenue sources. 

Contact: 
For SIB-related matters: 
James Bass 
Director - Finance Division 
Texas Department of Transportation 
(512) 463-8684 
jbass@dot.state.tx.us 

For turnpike-related matters: 
Phillip E. Russell, P.E. 
Director - Turnpike Authority Division 
Texas Department of Transportation 
(512) 936-0903 
prussel@dot.state.tx.us 

VETERANS LAND AND HOUSING 
ASSISTANCE BONDS 

Statut01')1/Constitutional Authority: Article III, Section 49-
b, of the Texas Constitution, initially adopted in 1946, autho
rized the issuance of general obligation bonds to finance the 
Veterans Land Program. Article III, Section 49-b- l, or the 
Texas Constitution, adopted in 1983, authorized additional land 
bonds and created the Veterans' Housing Assistance Program. 
establishing the Veterans' Housing Assistance Fund within the 
program. Article III, Section 49-b-2, of the Texas Constitu
tion, adopted in 1993, authorized additional land bonds and 
the issuance of general obligation bonds to finance the Veter
ans Housing Assistance Program, Fund II. Chapter 164 or the 
Texas Natural Resources Code authorized the Veterans Land 
Board to issue revenue bonds for its programs, including the 
financing of veterans' homes. 

Purpose: Proceeds from the sale of the general obligation 
bonds arc loaned to eligible Texas veterans for the purchase 
of land, housing, and home improvements. Proceeds from the 
sale of revenue bonds arc used to make land loans to veterans. 
to make home mortgage loans to veterans, or to provide for 
one or more veterans skilled nursing-care homes. 

Security: The general obligation bonds are paid from the first 
monies coming into the Comptroller of Public Accounts - Trea
sury Operations, not otherwise dedicated by the Constitution, 
to pay debt service on the bonds. The revenue bonds issued 
under Chapter 164 are special obligations or the board and are 
payable only from and secured by the revenue and assets 
pledged to secure payment of the bonds under the Texas 
Constitution and Chapter 164. The revenue bonds do not con
stitute a pledge. gift, or loan of the full faith, credit or taxing 
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authority of the state. 

Dedicated/Project Revenue: Principal and interest payments 
on the loans to veterans arc pledged to pay debt service on the 
general obligation bonds. The revenue bonds are paid from all 
available revenue from the projects financed, which is pledged 
as security for the bonds. The programs are designed to be 
self-supporting and have never had to rely on the General 
Revenue Fund. 

Contact: 
Rusty Martin 
Director of Funds Management 
General Land Office 
(512) 463-5120 
rusty. martin @gl o. state. tx. us 

TEXAS WATER DEVELOPMENT BONDS 

Statutory Authority: The Texas Water Development Board 
(the "Board") is authorized to issue both revenue and general 
obligation bonds. 

Article lll, Sections 49-c, 49-d, 49-d-l, 49-d-2, 49-d-4, 
49-d-6, 49-d-7, 49-d-8, and 50-d of the Texas Constitution, 
initially adopted in 1957, contain the authorization for the 
issuance of general obligation bonds by the Board. 

The Texas Water Resources Fund, administered by the 
Board, was created by the 70th Legislature in 1987 (Texas 
Water Code, Sec. 17.853) to issue revenue bonds that facili
tate the conservation or water resources. 

The 71 st Legislature in 1989 passed comprehensive leg
islation that established the Economically Distressed Areas 
Program (EDAP). Article lll, Section 49-d-7(b), provides for 
subsidized loans and grants from the proceeds of bonds 
authorized by this section. 

Further legislative approval of specific bond issues is not 
required: however, the Board is required to obtain the approval 
of the Bond Review Board and the Attorney General's Office 
prior to issuance, and to register its bonds with the Comptrol
ler or Public Accounts. 

Purpose: Proceeds from the sale ofrevenue bonds are used to 
provide funds to the State \Yater Pollution Control Revolving 
Fund, or any other state revolving funds, and to provide fi
nancial assistance to local government jurisdictions through 
the acquisition or their obligations. Proceeds from the sale of 
the general obligation bonds are used to make loans (and grants 
under the Economically Distressed Areas Program) to politi
cal subdivisions or Texas for the performance of various 
projects related to water conservation, transportation, storage, 
and treatment. 

Security: Any revenue bonds issued are obligations of the 
Board and arc payable solely from the income of the program, 
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including the repayment of loans to political subdivisions. The 
general obligation bonds pledge, in addition to program rev
enues, the first monies coming into the Comptroller of Public 
Accounts - Treasury Operations not otherwise dedicated by 
the Constitution. 

Dedicated/Project Revenue: Principal and interest payments 
on the loans to political subdivisions for water projects arc 
pledged to pay debt service on the bonds issued by the Board. 
The Water Development Bond Programs, with the exception 
of the Economically Distressed Areas Program and the State 
Participation Program, are designed to be self-supporting. No 
draw on general revenue has been made since 1980, and no 
future draws are anticipated, except for the Economically 
Distressed Areas Program and the State Participation Program. 

Contact: 
J. Kevin Ward 
Development Fund Manager 
Texas Water Development Board 
(512) 463-8221 
kevi n. ward @twdb. state. tx. us 

TEXAS WATER RESOURCES 
FINANCE AUTHORITY BONDS 

Statutory Authority: The Texas Water Resources Finance Au
thority (the "Authority") was created in 1987 (Texas Water 
Code, Chapter 20) and given the authority to issue revenue 
bonds. The Authority is required to obtain the approval of the 
Bond Review Board and the Attorney General's Office prior 
to issuance, and to register its bonds with the Comptroller of 
Public Accounts. 
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Purpose: Proceeds from the sale of bonds are used to finance 
the acquisition of the bonds of local government jurisdictions, 
including local jurisdiction bonds that are owned by the Texas 
Water Development Board. 

Security: Any bonds issued arc obligations of the Authority 
and are payable from funds of the Authority. The Authority's 
bonds are not an obligation of the state of Texas, and neither 
the state's full faith and credit nor its taxing power is pledged 
toward payment of Authority bonds. 

Dedicated/Project Revenue: Revenue from the payment of 
principal and interest on local jurisdiction bonds acquired is 
pledged to the payment of principal and interest on bonds 
issued. 

Contact: 
J. Kevin Ward 
Development Fund Manager 
Texas Water Development Board 
(512) 463-8221 
kevi n. ward @twdb. state. tx. us 
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APPENDIX D 

Bond Review Board Rules 

TITLE 34. PUBLIC FINANCE 
Part IX. Texas Bond Review Board 
Chapter 181. Bond Review Board 
Subchapter A. Bond Review Rules 

Sec. 181.1 Definitions. 
The following words and terms, when used in this chap

ter, shall have the following meanings, unless the context 
clearly indicates otherwise: 

(I) Board - The Bond Review Board, created under 
Chapter I 078, Acts of the 70th Legislature, Regular Session, 
1987 codified as Chapter 1231, Government Code. 

(2) State security -
(A) an obligation, including a bond, issued by: 

(i) a state agency; 
(ii) an entity expressly created by statute and having 

statewide jurisdiction; or 
(iii) any other entity issuing a bond or other obliga

tion on behalf of the state or on behalf of any entity listed in 
clause (i) or (ii) of this subparagraph; or 

(B) an installment sale or lease-purchase obligation 
issued by or on behalf of an entity listed in clauses (i), (ii), or ( iii) 
or this subparagraph that has a stated term of longer than five 
years or has an initial principal amount oJ'grcater than $250,000. 

(C) References in these rules to a board member include 
the person designated to act on their behalf, except as noted in 
Sec. 181.4(b). 

Sec. 181.2. Notice Oflntention To Issue. 
(a) An issuer intending to issue state securities shall sub

mit a written or electronic notice to the bond finance office no 
later than thr12e weeks prior to the date requested for board 
consideration. The director or the bond finance office shall 
forward one copy of the notice to each member of the board. 

Prospective issuers are encouraged to file the notice of 
intention as early in the issuance planning stage a:,, possible. 
The notice is for information purposes only, to facilitate thc 
scheduling of board review activities. 

(b) A notice of intention to issue under this section shall 
include: 

( 1) a brief description of the proposed issuance, in
cluding, but not limited to, the purpose, the tentative amount. 
and a brief outline of the proposed terms; 

(2) the proposed timing or the issuance with a 
tentative elate of sale and a tentative date for closing; 

(3) a request to have the issue of state securities 
scheduled for consideration by thc board during a ~pecified 
monthly meeting; and 
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(4) an agreement to submit the required application 
described in Sec. 181.3 of this title (relating to application for 
board approval of state security issuance) no later than the 
first Tuesday or the month in which the applicant requests 
board consideration. 

( c) An issuer may reschedule the elate requested for board 
consideration or the state securities by submitting an amended 
notice of intention at any time prior to the application date in 
the same manner as provided in this section. 

(cl) The requested date for board consideration shall be 
granted whenever possible; however, if it becomes necessary 
in the board's discretion to change the date of the board meet
ing for consideration or the proposed issuance of state securi
ties, written notice of such change shall be sent to the issuer as 
soon as possible. Priority scheduling for consideration at board 
meetings shall be given to refunding issues and to those state 
securities which also requirc a submission to the Bond 
Review Board to obtain a private activity bond allocation. 

Sec. 181.3. Application For Board Approval Of State Bond 
Issuance. 

(a) An officer or entity may not issue state securities 
unless the issuance has been approved or exempted from re
view by the Board. An ofliccr or entity that has not been granted 
an exemption from review by the board and that proposes to 
issue state bonds shall apply for board approval by filing one 
application with original signatures and nine copies with the 
Executive Director of the bond finance office. The Executive 
Director of the bond finance office shall forward one copy or 
the application lo each member of the board and one copy to 
the Office of the Attorney General. 

(b) Applications must be filed with the bond finance 
office no later than the first Tuesday of the month in which the 
applicant requests board consideration. Applications filed after 
that date will be considered at the regular meeting only with the 
approval of the Chair or two or more members of the board. 

( c) An application for approval of a lease-purchase agree
ment must include: 

(I) a description of, and statement of need for, the 
racilitics or equipment being considered for lease purchase; 

(2) the statutory authorization for the lease-purchase 
proposal; 

(3) evidence of all necessary approvals from any 
state boards, state agencies, etc.; and 

(4) a detailed explanation of the terms of the lease
purchase agreement, including, but not limited to, amount 
of purchase, trade-in allowances, interest charges, service 
contracts, etc. 
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( d) An application for all state securities other than lease
purchase agreements must include: 

(I) evidence that all necessary approvals of the issu
ance of the state securities or the project to be financed with 
the proceeds of the state securities have been obtained from 
the appropriate state boards or state agencies except (i) the 
approval of the state securities by the Attorney General; (ii) 
the approval of or review of the projects by the Texas Higher 
Education Coordinating Board to be financed with the pro
ceeds of the state securities issued by the board of regents of 
an institution of higher education pursuant to a system wide 
revenue financing system; and (iii) environmental approvals 
and permits; 

(2) a substantially complete draft or summary of the 
proposed resolution, order, or ordinance providing for the is
suance of state bonds; 

(3) where applicable, evidence of review of 
proposed issuance by local entities; 

(4) a brief description of the program under which 
the state securities are proposed to be issued, which may in
clude a reference to a legislative enactment or to existing rules 
if the program is established in accordance with an existing 
statute or existing rules; 

(5) the applicant's plans for use of state security pro
ceeds, including a description of, statement of the need for, 
and cost of each specific project for which security proceeds 
are proposed to be used; 

(6) the applicant's plnns for the administration and 
servicing of the state securities to be issued, including, when 
applicable, a disbursement schedule of state security proceeds, 
the proposed Jlow or funds, the sources and methods of re
payment, and an estimated debt-service schedule; 

(7) a description of the applicant's investment 
provisions for state security proceeds, including any specific 
provisions for safety and security and a description of the 
duties and obligations of the trustee and paying agent/regis
trar as applicable; 

(8) a timetable for financing that contains dates of 
all major steps in the issuance process, including all neces
sary approvals; 

(9) if the applicant has authority to issue both gen
eral obligation and revenue bonds and the proposed issuance 
is of one of these, a statement of the applicant's reasons for its 
choice of type of state securities: 

( I 0) a statement or the applicant's estimated costs 
of issuance, listed on an item by item basis. including, asap
plicable, the estimated costs for: 
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(A} bond counsel 
(B) financial advisor 
(C) paying agent/registrar 
(D) rating agencies 
(E) official statement printing 
(F) bond printing 
(G) trustee 

(H) credit enhancement 
(I) Iiqoidity facility 
(J) miscellaneous issuance costs; 

( 11) an estimate, if state security sale is negotiated, 
of underwriter's spread, specified in the following components 
and accompanied by a list of underwriters' spreads from 
recent comparable bond issues: 

(A) management fee 
(B) underwriter's fees 
(C) selling concessions 
(D) underwriter's counsel 
(E) other costs; 

( 12) a list of the finns providing the services reported 
in subsections ( I 0) and (11) of this section and a statement of 
prior representation of the issuer by each firm; 

( 13) a justification of the decision of whether or not 
to apply for municipal bond insurance or other credit enhance
ment, including a comparison of expected bond ratings and 
borrowing costs for the issue with and without the particular 
enhancement(s) considered; 

( 14) copy of preliminaiy omcial statement, if available; 
( 15) a statement of any potential liability or the gen

eral revenue fund or any other state funds resulting from the 
issuance; 

( 16) a copy of any preliminary written review of the 
issuance that has been made by the attorney general; 

(17) a statement addressing the participation of 
women and minorities. The purpose of this section is to 
promote economic opportunity by affording equal access to 
the procurement of contracts for professional services for the 
financing of bonds by state issuers. Therefore, the following 
information about each participant (including, but not limited 
to, bond counsel, underwriters, undenvriter's counsel, and 
financial advisor) must be included: 

(A) the degree of ownership and control of each 
participant firm by minorities and women; 

(B) the number and percentage of professionally 
employed women and minorities in each participant's firm; and 

(C) a brief description of the effort made by each 
participant to encourage and develop participation or women 
and minorities. This description can include internal firm 
recruitment efforts, any offers tendered for apportioning re
sponsibilities by subcontract or joint venture, and the equal 
opportunity goals and policies of each participant's firm. 

( I 8) the notification procedures used by or on 
behalf of the issuer to select the participants referenced in 
subsection ( 17) above. 

( 19) applications for the approval of proceedings 
authorizing the issuance of state securities in the form of com
mercial paper notes shall contain the information required by 
subsections I through 18 of this Section I8 l .2(d) to the extent 
it is available or capable of being determined. 

(e) In addition to the information required by Subsec
tions (c) or (d) of this section, an application under this 
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section may include any other relevant information the appli
cant wants to submit to the board. 

(f) At any time before the date for consideration of an ap
plication by the board, an applicant may withdraw the applica
tion. Revisions to an application must be submitted in writing 
not less than seventy-two (72) hours prior to the board meeting. 

Sec. 181.4. Meetings. 
(a) The regular meeting of the board shall be held the 

Thursday following the third Tuesday of each month, with the 
exception of the months of January, July and September. No 
meetings will be held in those months unless called by the 
Chair. 

(b) The Chair may call additional meetings or the board 
and is responsible for filing notice or meetings as required by 
Chapter 551, Government Code, and giving timely notice of 
meetings to members of the board. On the petition or two or 
more members of the board, the governor shall call an addi
tional meeting of the board or cancel a meeting. 

(c) A planning session will be held regarding applications 
pending before the board on or before the second Tuesday of 
each month, with the exception of the months of January, July, 
and September. Planning sessions regarding applications to 
be heard at additional meetings of the board will be held as far 
in advance of the additional board meeting as is practicable. 
At a planning session, board members, their designated repre
sentatives, or their staff representatives may discuss pending 
applications. Applicants may be required to attend a planning 
session and may be asked to make a presentation and answer 
questions regarding their application. Applicants may be asked 
to submit written answers to questions regarding their 
application in lieu of, or in addition to, their attendance at a 
planning session. 

(cl) At a meeting or the board, the board may allow an 
applicant to make an oral presentation to the board. 

(e) At a meeting, the board may, by order, resolution, or 
other process adopted by the board, approve an issuance of 
state bonds as proposed in the application; may approve an 
issuance of state securities on conditions stated by the board; 
or may fail to act on a proposed issuance. If the board does not 
act on a proposed issuance during the meeting at which the 
application is scheduled to be considered, the application is 
no longer valid on the occurrence of the earlier of the expira
tion of 45 days from the date of the meeting at which the 
application was scheduled to be considered or immediately 
following the board's next meeting, if the board fails to act on 
the proposed issuance at that meeting. If an application 
becomes invalid under this subsection, the applicant may file 
a new application for the proposed issuance. 

(f) The Executive Director or the bond finance office 
shall notify applicants in writing of any action taken regard
ing their application. A letter of approval shall contain the terms 
and conditions of the issue as approved by the board. Issuers 
must inform the Executive Director of the bond finance office 
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of changes to the aspects of their application that are specified 
in the approval letter. Such changes may prompt reconsidera
tion of the application by the Bond Review Board. A copy of 
the approval letter shall be forwarded to the Office or the 
Attorney General. 

(g) If applicable law requires the approval by the Attor
ney General of an issuance or state securities that arc not ex
empt from review by the board, Attorney General approval 
must be obtained after approval by the board. 

(h) If there is a dispute among members regarding the 
conduct of board meetings, standard parliamentary rules shall 
apply. 

Sec. 181.5. Submission Of Final Report. 
(a) Within 60 clays after the signing of a lease-purchase 

agreement or delivery or the state securities and receipt of the 
state security proceeds, the issuer or purchaser, as applicable, 
shall submit one original of a final report to the bond finance 
office and a single copy of the final report to the Texas Comp
troller of Public Accounts. 

(h) A final report for lease purchases must include a 
detailed explanation of the terms of the lease-purchase 
agreement, including, but not limited to, amount or purchase, 
trade-in allowance, interest charges, service contracts, etc. 

(c) A final report for all state bonds other than lease
purchase agreements must include: 

(I) all actual costs of issuance, including, as appli
cable, the specific items listed in Secs. I 8 I .3(d)(8) and (9), as 
well as the underwriting spread foreompetitive financings and 
the private placement fee for private placements, all closing 
costs, and any other costs incurred during the issuance 
process; and 

(2) a complete bond transcript. including the pre
liminary official statement and the final official statement, 
private placement memorandum, if applicable, or any other 
offering documents as well as all other executed documents 
pertaining to the issuance of the state bonds. The issuer also 
must submit a copy of the bid form or a listing of orders and 
allotments and a final debt-service schedule (if applicable). 

(d) Submission of this final report is for the purpose of 
compiling data and disseminating information to all interested 
parties. The cost of reproduction of any and all portions of the 
final documents shall be borne by each requesting party. 

( e) The bond finance office shall prepare and make avail
able to the members of the bond review board a summary or 
each final report within 30 days after the final report has been 
submitted by the issuer. This summary shall compare the esti
mated costs of issuance for the items listed in Sections 
l 8 l .3(d)(8) and (9) contained in the application for approval 
with the actual costs of issuance listed in Section 181.S(c)( I) 
submitted in the final report. This summary must also include 
other information that in the opinion of the bond finance of
fice represents a material addition to or a substantial deviation 
from the application for approval. 
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Sec. 181.6. Official Statement. 
(a) The official statement or any other offering docu

ments prepared in connection with issuance of securities ap
proved by the board must conform, to the extent feasible, to 
the most recent Disclosure Guidelines for State and Local 
Government Securities published by the Government Finance 
Officers Association. The preliminary official statement or 
other offering documents may be submitted to and reviewed 
by the Executive Director of the bond finance office prior to 
mailing. Review of the preliminary official statement by the 
Executive Director of the bond finance office is not to be in
terpreted as a certification as to the accuracy, timeliness, and 
completeness of the specific data in the document. These stan
dards remain the responsibility of the provider(s) of the data. 

(b) The comptroller shall certify the accuracy and com
pleteness of statewide economic and demographic data, as well 
as revenues, expenditures, current fund balances, and 
debt-service requirements of bonded indebtedness of the state 
contained in the preliminary official statement. This data shall 
be used unchanged in the final official statement unless changes 
are approved in writing by the comptroller. The comptroller 
may execute a waiver of any part of this subsection. 

Sec. 181.7. Designation Of Representation. 
A member of the board may designate another person to 

represent the member on the board by filing a designation to 
that effect with the Executive Director of the bond finance 
office. A designation of representation filed under this section 
is effective until revoked by a subsequent filing by the mem
ber with the bond finance office. During the time a designa
tion or representation is in effect, the person designated has 
all powers and duties as a member or the board, except the 
authority to make a designation under this section. 

Sec. 181.8. Assistance Of Agencies. 
A member of the board may request the Legislative Bud

get Board, the Office of the Attorney General, or any other 
state agency to assist the member in performing duties as a 
member of the board. 

Sec. 181.9. Exemptions. 
The board may exempt certain bonds from review and 

approval by the board. The board may from time to time pub
lish in the Texas Register a list of state bonds that arc exempt. 

Sec. 181.10. Annual Issuer Report. 
All state security issuers whose bonds arc subject to re

view by the board must file a report with the bond finance 
office no later than September 15 of each year, to include: 

( 1) the investment status of all unspent state security pro
ceeds (i.e., the amount of proceeds, name of institution. type of 
investment program or instrument, maturity, and interest rate): 

(2) an explanation of any change during the fiscal year 
previous to the deadline for this report, in the debt-retirement 
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schedule for any outstanding state security issue (e.g. exer
cise of redemption provision, conversion from short-term to 
long-term securities, etc.); 

(3) a description of any state security issues expected 
during the fiscal year, including type of issue, estimated 
amount, and expected month of sale; and 

(4) a list of all state security issues outstanding and cor
responding debt service schedules for all bonds outstanding 
in a digital and hard copy format. 

Sec. 181.11. Filing Of Requests For Proposal. 
The Bond Review Board wishes to encourage use of the 

request for proposal process to maximize participation in the 
state security issuance process. Any state security issuer whose 
securities are subject to review by the board is requested, for 
information purposes only, to submit to the Executive 
Director at the time of distribution one copy of any request 
for proposal for consultants prepared in connection with the 
planned issuance of state securities. The bond finance office, 
upon request, will make the request for proposals available to 
consultants, other state security issuers and the general public. 

Sec. 181.12. Charges For Public Records. 
The charge to any person requesting copies of any public 

records of the Texas Bond Review Board will be the charge 
established by the General Services Commission; however, 
the Texas Bond Review Board will charge the following 
amounts necessary to recoup the costs of items as follows: 

(I) computer resources charges (mainframe and 
programming time), as determined by the Department of 
Information Resources. 

(2) copies of public records shall be furnished without 
charge or at a reduced charge if the Executive Director deter
mines that waiver or reduction of the fee is in the public interest 
because furnishing the information can be considered as 
primarily benefiting the general public. 

(3) any additional reasonable cost will be added at 
actual cost, with full disclosure to the requesting parly as soon 
as it is known. 

(4) a reasonable deposit may be required for requests 
where the total charges are over $200. 

(5) all requests will be treated equally. The Executive 
Director may exercise discretion in waiving charges. 

(6) if records are requested to be inspected instead of 
receiving copies, access will be by appointment only during 
regular business hours or the agency and will be at the discre
tion of the Executive Director. 

(7) confidential documents will not be made available 

for examination or copying except under court order or other 
directive. 

(8) all open records requests will be referred to the 
Executive Director or dcsignee before the agency staff will 
release the infonnation. 
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APPENDIX E 
Glossary 

Additional Bonds Test 
The conditions under which an issuer is permitted, 

pursuant to the terms of the resolution or indenture, to issue 
additional bonds on parity with an outstanding obligation. For 
example, an issuer may be permillcd to issue additional bonds 
when pledged revenues arc sufficient to cover existing and 
projected debt service by some specific multiple (e.g. I .25x). 

Arbitrage 
In the municipal market, arbitrage refers to the difference 

between the tax-exempt interest rate paid by the borrower and 
the interest rate at which the proceeds of the issue are invested. 
The Internal Revenue Code contains specific regulations 
concerning the amount that can be earned from the investment 
of tax-exempt proceeds. 

Bank-Qualified Obligation 
Obligations issued by governments that do not expect to 

sell in excess of SIO million of "qualified tax-exempt 
obligations" in a calendar year. The issuer must designate its 
securities as "qualified tax-exempt obligations" at the time of 
issuance, and the securities may not be private-activity bonds. 
The designation of bonds as qualified tax-exempt obligations 
is an exception to the general rule of Section 265(b)( I) for 
bank purchasers. 

Basis Point 
An expression of interest rate equal to one-hundredth of 

a percent (0.0 I o/r ). 

Bearer Bonds 
Bonds that do not identify the owner. Possession is 

considered to be ownership. Current federal law requires that 
all debt obligations with a maturity greater than one year be 
issued in registered form; these arc known as registered bonds. 

Bond Bank 
A financing structure used to pool a number of distinct 

borrowings to take advantage of reduced issuance costs and a 
common reserve. In many cases, bond banks are administered 
by large jurisdictions (often states) and the issuer covenants 
to create and/or make up a deficiency in a reserve fund available 
to program participants. 

Bond Indenture 
A legal document that spells out the specific terms and 

conditions under which bonds may be issued. The indenture 
is used when a trustee is involved in a financing and forms the 
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basis of the trustee's responsibilities to bondholders (also called 
the "trust indenture"). 

Bond Purchase Agreement 
The agreement signed by the issuer and the underwriter(s) 

setting forth the price to be paid for the bonds and the interest 
rates that the bonds are to bear. The bond purchase agreement 
also details any options or certifications to be delivered on the 
elate of closing (delivery). 

Bond Resolution or Bond Ordinance 
The act of the governing body that authorizes the issuance 

of bonds (sometimes called an "Authorizing Resolution or 
Ordinance"). State statutes generally govern the procedures 
that need to be followed by the governing body to permit 
issuance of debt. Of the two terms, the bond ordinance is the 
more formal legislative action. 

Bond-Year Dollars 
Bond-year dollars are calculated by adding the results of 

the amount of bonds outstanding times the number of years 
they arc outstanding. (Sec "Net Interest Cost.") 

Call or Call Provision 
The conditions under which a debt obligation may be 

redeemed prior to its stated maturity. Such provisions specify 
the date on which an obligation may be redeemed and the price 
investors will receive if their bonds are redeemed. Such 
provisions typically take one of the following forms: 
mandatory redemption provisions, optional redemption 
provisions, or extraordinary redemption provisions. 

Call Premium 
The price an issuer will pay to investors to redeem its 

obligations prior to their stated maturity date. The call premium 
is expressed as a percent of the par value. 

Capital Budget 
A spending plan for capital outlays for the current or 

upcoming budget ycar(s). The capital budget is usually the 
first year of a multiyear capital improvement plan or capital 
expenditures plan. 

Certificate of Participation 
A security that represents a share or an issuer's lease 

payment. When a municipality finances a public facility 
through a lease-purchase transaction, the interest in that 
government's lease payment often is assigned to a third party 
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that issues certificates or participation. The certificate 
represents a share of the lease payment to be received by the 
investor. 

Closing Date 
The date on which the issuer legally issues its debt or 

other obligation. On that date, the purchaser provides the funds 
to the issuer and the issuer delivers the securities to the 
purchaser. At closing, bond counsel will provide the approving 
legal opinion. 

Commercial Paper 
A form of financing consisting of short-term unsecured 

promissory notes usually backed by a line of credit with a bank. 

Conduit Financing 
The sale of bonds or notes for the benefit of a third party, 

usually a corporation. 

Coupon Interest Rate 
The rate of interest paid on a specific bond. The coupon 

interest rate appears on the face of the bond or, in the case of 
book-entry-only bonds, on the bond record maintained by the 
securities depository. 

Coverage Covenant 
A pledge by the issuer, in the trust indenture or bond 

resolution, to maintain a specified level of coverage of debt
service requirements from pledged revenues. 

Credit Enhancement 
A guarantee by a third party in a debt financing that 

strengthens the credit quality behind the obligation. 

Dated Date 
The date on which a debt obligation begins to accrue 

interest. For example, if a bond issue was dated July I and 
was delivered to the purchaser (closed) on July 14, the 
purchaser would need to pay the issuer accrued interest from 
the dated date (July I) up to but not including the delivery 
date (July 14). (See "Delivery Date.") 

Defeasance 
The provision for payment of an outstanding obligation with 

cash or securities that are placed in escrow until the due date. 

Delivery Date 
The date on which debt obligations are delivered to the 

purchaser. This is also known as the closing date. 

Denomination 
The face value, or par amount, of a bond that is clue at 

maturity. Most municipal bonds are issued in denominations 
of $5,000 or integral multiples thereof. 
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Derivative Products 
A term used to describe a wide range of financial products 

derived from more conventional securities or debt-service cash 
flows. Often contractual arrangements, derivative products 
include interest rate swaps, inverse floaters, and other hybrid 
securities. 

Double-Barrel Bonds 
A bond that has two pledged sources of security. Most 

often, a double-barrel bond is a general obligation that is 
initially secured by some specified revenue stream. 

SOl(c) (3) Bond 
Section 50 I c (3) of the Internal Revenue Code refers to 

organizations that are traditional charitable organizations, 
including but not limited to those organized for religious, 
scientific, literary, or educational purposes. 

General Obligation Bonds 
Bonds that arc secured by the issuer's full-faith and credit 

pledge. Most GO bonds are backed by the issuer's ability to 
level an ad valorem tax in an amount sufficient to meet debt
service requirements. Some GO bonds, known as limited-tax 
GO bonds, are backed by the pledge of a defined portion of 
the issuer's general taxing power. 

Issuer Structure 
The repayment schedule for a bond or other obligation 

that is set out in the legal documenls at the time of issue. 

Lease-Purchase Agreement 
An agreement entered inlo by two parties in which one 

provides a facility or equipment in exchange for a pledge from 
the other to make regular lease payments. Upon completion 
of lhe lease term, the lessee assumes ownership of the item. 
Most lease-purchase agreements provide that the lessee will 
continue to make lease payments only as long as its governing 
body appropriates funds for that purpose. 

Legal Opinion 
An opinion concerning the legality of a municipal bond 

issue. Such opinions usually address the legal authority of the 
issuer to sell bonds, the issuer's compliance with all procedural 
requirements prior to issuance, and the tax status of the bonds 
as an investment. To ensure the marketability of their offerings, 
governments usually retain the services of firms which 
specialize in municipal bond issues. (See "Nationally 
Recognized Bond Counsel.") 

Level Debt Service Maturity Schedule 
A debt repayment structure that is characterized by lower 

principal maturity amounts in the early years that gradually 
increase. When these principal repayment requirements are 
combined with interest payments, the result is a level debt-
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service payment (similar to a home mortgage). 

Level Principal Maturity Schedule 
A debt repayment structure that provides for equal 

principal payments in each year. When combined with interest 
requirements, this structure results in J debt-service schedule 
that is higher in the early years. 

Master Lease Purchase Program 
Administered by the Texas Public Finance Authority 

(TPFA), this commercial paper program enables state agencies 
to finance equipment acquisitions and other revenue bond 
projects that may be authorized by the Legislature through the 
TPFA. The program is available to finance purchases in excess 
of $10,000 and projects with a useful life of at least three yer1rs. 

l\llaturity Amount 
The amount of an issue's principal, or par value, that is 

scheduled to be redeemed on a given date. 

lVIaturity Date 
The elate on which a given security is scheduled for 

redemption. 

Municipal Securities Rulemaking Board (MSRB) 
Created in 1975 as a product of amendments to the 

Securities Exchange Act of 1934, the MSRB is an independent, 
self-regulatory organization. The 15-member MSRB is 
charged with providing regulatory oversigllt of dealers, dealer 
banks, and brokers in the municipal securities industry. 

Nationally Recognized Bond Counsel 
Firms that have experience providing legal opinions 

related to the issuance of municipal bonds. The market 
generally considers firms listed in The Bond !Jlfyer's M1111ici1wl 
Marketplace to be nationally recognized. 

Net Interest Cost (NIC) 
A method to calculate the overnll interest cost or 

borrowing. The NIC is calculated by dividing total interest 
payments over the life of the issue by the total bond year 
dollars. Total bond year dollars is the sum of the products or 
the amount of bonds outstanding and the number of years they 
are outstanding. If the issue is sold at a discount, the amount 
of the discount is added to the total interest payments. Ir the 
issue is sold at a premium, the amount of the premium 1s 
subtracted from the totr1I interest payments. 

Official Statement 
A disclosure document prepared in connection \Vith a 

specific offering that pro\'icles clctai led information concerning 
security provisions, maturity dates and amounts, optional 
redemption provisions, ratings, coupon rates and reoffering 
yields, and other relevant credit data. The official statement 
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is prepared and circulated after the sale has been completed. 
(See "Preliminary Official Statement.") 

Par Value 
The face or maturity value of a security. 

Parity Bonds 
Separate bond issues that have the same lien against 

pledged revenues. 

Pay-as-you-go-basis 
The financial policy of a municipality that finances all 

capital outlays from current revenues rather than borrowing. 

Preliminary Official Statement 
A disclosure document prepared in connection with a 

specific offering that provides detailed information concerning 
security provisions, maturity dates and amounts, optional 
redemption provisions, and other relevant credit data. The 
preliminary official statement is prepared and circulated as a 
marketing tool prior to the sale of the securities. (Sec ''Official 
Statement.") 

Present Value 
The sum of future payments clue discounted back to the 

present date at an assumed rate of interest. 

Primary Market 
A term used to describe the underwriting, sale, or 

placement of securities at the time of original pricing. 

Revenue Bonds 
Bonds payable from an identified source of revenue that 

is typically derived from operation of the financed project, 
but may be derived from grants, excise or other specified non
ad valorem taxes. Revenue bonds do not permit the 
bondholders to compel taxation or legislative appropriation 
of funds not pledged for payment or debt service, and generally, 
do not require voter approval prior to issuance. 

Revolving Loan Fund 
A centrally administered (usually by a state) fund that 

makes loans to subordinate units of government to address 
specific funding objectives. Loan repayments are recycled into 
additional loans. Original capitalization often comes from a 
combination of federal grants and state monies. Examples 
arc the wastewater treatment revolving loan funds created 
pursuant to the Water Quality Act of 1987. 

Ruic 1Sc2-12 
A rule promulgated by the Securities and Exchange 

Commission that requires underwriters of municipal 
obligations to obtain and review certain disclosure materials 
prior to making a commitment to purchase securities. 
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Secondary lVlarket 
A term used to describe the sale or trading of securities at 

market prices - not at the time of original offer. 

Source of Funds 
Identifies what money will be used to finance the project. 

Examples of sources of funds include the state's general 
revenue fund, federal funds, and bond proceeds. 

Takedown 
A component of the underwriting spread, takedown is a 

fee expressed either as dollars per thousand dollars of par value 
or as the sales commission component of the underwriting 

spread. 

Taxable Equivalent Yield 
The yield an investor in a certain tax bracket would need 

to obtain on a taxable investment to equal the yield on a tax
exempt security. The equation is: (tax-exempt yield/1-
investor's tax bracket)::::taxable equivalent yield. 

True Interest Cost (TIC) 
A method of calculating the overall cost of a financing 

that takes into account the time value of money. The TIC is 
the rate of interest that will discount all future payments so 
that the sum of their present value equals the issue proceeds. 

Type of Financing 
Identifies how a capital project will be financed. Examples 

of types of financing include legislative appropriations, general 
obligation bonds, revenue bonds, and lease-purchase 
agreements. 
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Underwriter 
In the municipal market, the term is used broadly to refer 

to the firm that purchases a securities offering from a 
governmental issuer. In some cases, the underwriter might be 
a syndicate of firms that have joined together to submit a bid 

for the issue. 

Underwriting Spread 
The compensation paid to the underwriter for the purchase 

of the governmental obligation. The underwriting spread is 
expressed as either dollars per thousand dollars of par value 
(e.g., $6.50) or as a percent of par value (0.65%). Underwriting 
spread consists of four components: takedown, management 
fee, underwriting fee (or "risk"), and expenses. 

Variable Rate 
An interest rate on a security that is periodically reset, 

usually according to an index or preset measure. Also typically 
known as a "floater." 

Yield to Maturity 
Total return on a bond, taking into consideration its 

coupon, length of maturity, and dollar price. 




